AGREED-UPON PROCEDURES REPORT
OF THE
NEBRASKA DEPARTMENT OF HEALTH
AND HUMAN SERVICES
SUBRECIPIENT MONITORING
AGING AND MEDICAID PROGRAMS

JULY 1, 2018, THROUGH JUNE 30, 2019

This document is an official public record of the State of Nebraska, issued by
the Auditor of Public Accounts.

Modification of this document may change the accuracy of the original
document and may be prohibited by law.

Issued on July 2, 2019



The Nebraska Auditor of Public Accounts Office was created by the first territorial Legislature in 1855. The Auditor was the
general accountant and revenue officer of the territory. Those duties have expanded and evolved over the decades, as modern
accounting theory has been implemented. The office of the Auditor of Public Accounts is one of six offices making up the
executive branch of Nebraska State Government. Charlie Janssen was elected in November 2014 and re-elected in November
2018, as the Nebraska Auditor of Public Accounts. He was sworn into office on January 8, 2015, as Nebraska’s 25th State
Auditor.

The mission of the Nebraska Auditor of Public Accounts’ office is to provide independent, accurate, and timely audits, reviews,
or investigations of the financial operations of Nebraska State and local governments.

We will provide this information, as required by statute, to all policymakers and taxpayers through written reports and our
Internet-based Budget and Audit databases.

We will maintain a professionally prepared staff, utilizing up-to-date technology, and following current Government Auditing
Standards.

Audit Staff Working On This Examination
Cindy Janssen — Audit Manager

Derek Hammer, CPA — Auditor-In-Charge

Tyler Rump — Auditor

Our reports can be found electronically at: http://www.auditors.nebraska.gov

Additionally, you may request them by contacting us at:

Nebraska Auditor of Public Accounts
State Capitol, Suite 2303
P.O. Box 98917
Lincoln, Nebraska 68509
Phone: 402-471-2111


http://www.auditors.nebraska.gov/

NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
SUBRECIPIENT MONITORING
AGING AND MEDICAID PROGRAMS

TABLE OF CONTENTS

Background Information Section
Key Officials and Agency Contact Information

Financial Section
Independent Accountant’s Report on Applying Agreed-Upon Procedures

Supplementary Information
Attachment 1 — WCNAAA Summary of Results
Attachment 2 — NENAAA Summary of Results
Attachment 3 — MAAA Summary of Results
Attachment 4 — ENOA Summary of Results
Attachment 5 — BRAAA Summary of Results
Attachment 6 — Aging Partners Summary of Results
Attachment 7 — SCNAAA Summary of Results
Attachment 8 — AOWN Summary of Results
Attachment 9 — League of Human Dignity Summary of Results




NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
SUBRECIPIENT MONITORING
AGING AND MEDICAID PROGRAMS

KEY OFFICIALS AND AGENCY CONTACT INFORMATION

Department of Health and Human Services —
Medicaid and Long-Term Care

Name Title
Dannette R. Smith CEO
Matthew Van Patton Director, Medicaid & Long-Term Care
Cynthia Brammeier Director, State Unit on Aging
Kathy Scheele Administrator, Home and Community Based Services — MLTC

Nebraska Department of Health and Human Services
Division of Medicaid & Long-Term Care
P.O. Box 95026
Lincoln, NE 68509-5026
dhhs.ne.gov



NEBRASKA AUDITOR OF PUBLIC ACCOUNTS

Charlie Janssen Charlie.Janssen@nebraska.gov

State Auditor PO Box 98917
State Capitol, Suite 2303

Lincoln, Nebraska 68509

402-471-2111, FAX 402-471-3301

www.auditors.nebraska.gov

NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
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AGING AND MEDICAID PROGRAMS

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

Department of Health and Human Services
Division of Medicaid and Long-Term Care
Lincoln, Nebraska

We have performed the procedures enumerated below, which were agreed to by the engaging party, the
program management of the Nebraska Department of Health and Human Services (DHHS), on the
subrecipients’ (responsible party) financial reports (subject matter) and whether they were accurate and in
compliance (assertion) with Federal cost principles (criteria) during the period July 1, 2018, through June
30, 2019. Management of DHHS is responsible for ensuring the criteria used is applicable. The
responsible party, each subrecipient, is responsible for ensuring the accuracy of the reports and compliance
with Federal cost principles. The sufficiency of these procedures is solely the responsibility of those
parties specified in this report. Consequently, we make no representations regarding the sufficiency of the
procedures enumerated below either for the purpose for which this report has been requested or for any
other purpose.

Procedures Performed and Results

1. Complete the Internal Control Questionnaire.

The APA determined that all nine subrecipients tested lacked proper internal controls in one or more areas
reviewed. A few still lacked a reasonable method for allocating costs to more than one program in
accordance with the relative benefits received. The APA identified concerns for a couple of the
subrecipients related to the time study used to allocate personnel and other costs to various programs.
Other issues identified included the lack of adequate segregation of duties, lack of written policies, the use
of signature stamps to sign checks, a lack of documentation for authorized pay rates, a lack of financial
information provided to the governing body or included in the governing body’s meeting minutes, and the
recording of senior center expenses consistently.

For more details regarding each subrecipient’s lack of internal controls, see Attachments 1-9.
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2. Obtain prior audit or monitoring findings and determine if weaknesses have been corrected.

For each of the subrecipients, the APA reviewed the most recent audit reports and also followed-up on the
findings of the prior year subrecipient monitoring. For one subrecipient, the APA found issues related to
both a lack of Board-approved policies and the entity’s time study. For another subrecipient, the audit
included issues with internal controls and the preparation of financials. For the remaining subrecipients,
the prior year issues were addressed within the other sections of the summary report.

For more details regarding the subrecipients’ prior monitoring findings, see Attachments 1 and 5.

3. Document the accounting software used by the entity and obtain a back up or general ledger of
the FY 2019 transactions.

For all nine subrecipients, the APA obtained financial information for a month selected for testing.
4. Review list of individuals authorized to process expenditure transactions in accounting system.

For all nine subrecipients, the APA documented the individuals authorized to process transactions in the
accounting system.

5. If applicable, determine the subrecipient is a non-profit organization in the State of Nebraska.

The APA determined that the eight area offices on aging are organized by interlocal agreements, and they
act as quasi-governmental entities. The League of Human Dignity operates as a non-profit organization.

6. Obtain a list of employees paid during the period tested.
For all nine subrecipients, the APA obtained a list of employees paid during the period tested.
7. Perform a detailed test of employee payroll.

For each of the nine subrecipients, the APA performed detailed employee payroll testing, which consisted
of numerous steps for the employees selected for testing. A majority of the subrecipients lacked adequate
procedures to allocate personnel costs to more than one program. Many of the subrecipients that
conducted time studies had concerns related to their time study results. The APA also found several other
concerns, including issues with income tax withholdings, lack of approved pay rates, unsigned timesheets,
lack of documentation to support amounts deducted from employees’ pay, unauthorized stipends, and lack
of a policy for employer-paid insurance benefits and bonuses.

For more detailed information regarding each subrecipient’s payroll testing findings, see Attachments 1-
9.

8. Review journal entries to determine the entry and classification of transactions are reasonable
and proper.

The APA found concerns with the journal entries reviewed for three of nine subrecipients tested. One
subrecipient created a journal entry to charge personal vehicle mileage to its agency-owned vehicles,
which is not allowable. Another subrecipient transferred costs between programs without adequate
documentation to support the transfer. The same subrecipient created a journal entry to record volunteer
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hours, but the volunteers had not signed a record of time worked. The third subrecipient allocated
employer-paid benefits to each program at the end of the month. However, the employer-paid dental
insurance was not allocated properly. Additionally, this subrecipient charged administrative expenses
(indirect costs) to the Waiver and LOC programs, which were not specifically included in the budget and
approved.

See Attachments 1, 3, and 4.

9. Review negative expenditures to determine if transactions were reasonable and proper.
No concerns were noted during this test.

10. Perform a detailed test of agency expenditures.

For all nine subrecipients, the APA performed a test of expenditures, which consisted of numerous steps
for each transaction selected for testing. Generally, the APA determined the subrecipients lacked adequate
procedures to allocate costs based on the relative benefits received by each program. Many also lacked
procedures to ensure their subrecipients allocated costs based on relative benefits received.

The APA also determined that at least four of the nine subrecipients used fixed-priced awards for their
own subrecipients. According to the Uniform Grant Guidance, fixed amount awards cannot be used in
programs that require mandatory cost sharing or match. We recommend DHHS obtain proper
documentation from its Federal cognizant agency to determine whether these contracts or awards are
allowable.

Finally, the APA found a number of other concerns with all nine subrecipients tested, including one who
continued to charge mileage expenses for its agency-owned vehicles, which is not an actual or allowable
expense; lack of or inadequate supporting documentation, such as written contracts, to document terms
and conditions of services provided for handyman, homemaker, respite, and other services; lack of
adequate documentation on mileage logs to support the allocation of the travel-related costs to each
program; in-kind building space costs that were not calculated in accordance with Federal regulations;
lack of documentation to support expenses submitted by subrecipients; lack of consistency by the
subrecipients in accounting for their own subrecipient expenses; lack of documentation to support meal
requests provided by contractors, such as home delivered meal verifications from clients; meal logs that
did not agree to the amount of meals charged; lack of support for 1B services provided, including client
signatures for services provided; lack of adequate travel policies; and reimbursement for the cost of an
alcohol purchase.

For additional details for each subrecipient tested, see Attachments 1-9.

11. Determine if the agency has significant contracts. If testing deemed necessary, determine the
extent and necessary procedures. The entity followed the same policies and procedures it uses
for procurements from its non-Federal funds.

Any significant contracts were tested in the step above.

12.  Ascertain the procedures to ensure the time elapsing between the receipt of the Federal awards
and the disbursement of funds is minimal.

No issues were noted during this step.



13. Determine whether program income and matching is correctly determined, recorded, and used
in accordance with applicable requirements.

The APA determined that eight of the nine subrecipients lacked adequate procedures over the collection
and recording of income and matching amounts, including another Federal program income included in
an agency’s income amount; the lack of daily contribution logs or logs that were not signed by two
individuals at both the area agency and its subrecipient senior centers to document client contributions
received; lack of an initial control log to document contributions for home delivered meals or other non-
meal services; lack of documentation to identify the program for contributions received; lack of sign-in
sheets at congregate meal sites or lack of route sheets for home delivered meals; volunteer hours reported
as matching not documented by approved timesheets, or time to complete the meal delivery route not
documented; lack of documentation to verify income and matching amounts reported by senior centers or
subrecipients; lack of adequate documentation for the value of in-kind I1IB services; records not
supporting the amount of income reported, such as meal logs not agreeing to meals reported; the reporting
of ineligible client meals; and a lack of documentation to support local pubic cash reported by
subrecipients.

For additional details for each subrecipient, see Attachments 1-8.

14. Determine whether all required reports include all activity of the reporting period, are supported
by adequate records, and are presented in accordance with requirements. (Compare financial
information obtained to selected reports.)

The APA found concerns with the amounts reported for seven of the nine subrecipients. In general, the
amounts reported to DHHS were not supported by the financial information provided by the subrecipient.
For example, an expense incurred was not properly reported; one agency created quarterly journal entries
to record revenues and recorded some in-kind amounts only at year end so the reports did not match the
financial records; one agency over-reported an expense and failed to report NSIP income based on actual
amounts; one agency’s method for recording its transactions by program was not conducive to accurate
reporting, as the entity utilized a number of interlinked spreadsheets to report information for each
program; one agency lacked documentation for an expense in the Waiver program; there were some timing
issues between the agencies’ financial data and the data reported; and one agency reported income based
on the invoice date, rather than the date the payment was actually received.

For further information regarding these concerns, see Attachments 3-9.

15. Determine the Medicaid & LOC payments were in accordance with the terms of the contract.
In most cases, the Medicaid expenses were tested with the expenditure testing completed above.

16.  Document the Agency’s procedures to monitor its subrecipients, if applicable.

The APA noted issues with the subrecipient monitoring procedures performed by seven of the nine
subrecipients. The other two subrecipients did not make any subawards. Some of the issues noted
included the lack of written subrecipient monitoring policies; ensuring the method to pay subrecipients a
fixed price per meal did not result in a profit for the subrecipient; lack of an understanding of the method
to allocate costs by the subrecipient; lack of documentation to support testing performed; lack of
documentation by the subrecipients to support all expenses, ensuring the financial records support the
amounts reported for income, expenses, and matching amounts; lack of proper review of personnel costs,

-5-



including obtaining approved timesheets; lack of monitoring of all subrecipients; the inclusion of indirect
costs charged by subrecipients without specific approval of the rate by DHHS; lack of monitoring of the
controls over the collection of contributions; and the need for additional desk reviews to compensate for
the annual subrecipient monitoring for agencies whose entire expenses are incurred by subrecipients.

For additional details regarding the subrecipients tested, see Attachments 1-5 and 7-8.

Overall DHHS Response: The agency hired the APA to conduct fiscal testing, beginning with FY18. The
agency follows up with each subrecipient about findings. Findings are expected to be corrected by the
next monitoring visit. Repeat findings, unallowable expenses, or egregious discoveries lead to a formal
corrective action plan or disallowance letter, or both. In FY18, the agency issued two corrective action
plans, and disallowed $169,915.58. In FY19, the agency issued three corrective action plans, and
disallowed $32,286.12. Cost allocation has been required by the agency, however methods and precise
timing is determined by each subrecipient. Federal partners are consulted for technical assistance. The
Northeast Nebraska Area Agency on Aging (NENAAA) disputes the finding that payments to subrecipients
entered as a liability, instead of a contractual service expense, should be corrected; NENAAA’s auditors
have approved the entry of NEAAA's subrecipients’ payments, and, NENAAA's subrecipients’ payments
are reported to the State Unit on Aging correctly on the monthly financial reports. The agency will
continue to follow up with subrecipients, and will require additional documentation regarding budget
revisions made as a result of cost allocation changes.

S e

The agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants, and the standards applicable to
attestation engagements contained in Government Auditing Standards, issued by the Comptroller General
of the United States. We were not engaged to and did not conduct an examination or review, the objective
of which would be the expression of an opinion or conclusion, respectively, on compliance with specified
requirements. Accordingly, we do not express such an opinion or conclusion. Had we performed
additional procedures, other matters might have come to our attention that would have been reported to
you.

The purpose of this report is to determine whether the subrecipient financial reports were accurate and in
compliance with Federal cost principles. Accordingly, this report is not suitable for any other purpose.
This report is a matter of public record, and its distribution is not limited.

(

July 1, 2019 Charlie Janssen
Auditor of Public Accounts
Lincoln, Nebraska
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Aging Office of Western Nebraska (AOWN) Attachment 8
Summary of Results Subrecipient Monitoring
August 2018 Paymeiftom DHHS for July 2018 Services
FYE 6/30/2019

This method to value the in-kind building space does not comply with the Uniform Grant Guidance, specifically, 2
CFR 200.306(h)(2)(i)(3) states:

“The value of donated space must not exceed the fair rental value of comparable space as established by an independent appraisal
of comparable space and facilities. . .”

These in-kind building expenses do not have a financial impact on the amount reimbursed to the AOWN by the
DHHS because the in-kind amounts are recorded both as an expense and as a matching amount, so there are no
guestioned costs. However, because the amounts are considered matching, the DHHS and the AOWN should work
together to ensure the matching requirements of the subawards have been met and to ensure compliance with the
Uniform Grant Guidance.

The APA tested a $544 utilities expense charged for the Chadron nutrition site. The amount is included in the
agreement with the nutrition site. However, the amount allocated between the C1 program and C2 programs is
based upon the 59% and 41% budgeted amounts and do not agree to the actual meal counts for the site. The
actual meal counts for the site show the costs should have been allocated 67% to C1 and 33% to C2. The following
table shows the variances noted:

Correct Actual
Allocation Allocation Used

n-c1 $364.48| 67% | $320.96| 59% | ($43.52)
ln-c2 $179.52| 33% | $223.04| 41% $43.52

Program Variance

As shown in the table above, this resulted in the C1 program being undercharged $43.52 and the C2 program
being overcharged $43.52. A similar issue was noted in the previous year.

The AOWN should implement procedures to ensure the costs charged to meal site are allocated based on actual
meal counts and not budgeted figures.

The APA tested a $4,725 professional fees expense for legal services provided by University of Nebraska-Lincoln
law students. The expense was charged entirely to the I11-B program. There were no issues were noted related to
this expense.

The APA tested a $4,676.31 payment to the Morrill County Handyman, a subrecipient of the AOWN, to provide
homemaker and chore services in Morrill County. Morrill County requests from AOWN reimbursement of
expenses, less income and matching, on a monthly basis. The amounts report by the Handyman were as follows:

Cost Category Amount
Personnel $600.00
Communications & Utilities $25.00
Other $4,678.00
Gross Cost $5,303.00
Matching
Income/Contributions (Matching $626.69
Net Amount Paid $4,676.31
We noted the following issues:
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League of Human Dignity (LHD) Attachment 9
Summary of Results — Subrecipient Monitoring
February 2019 Payment from DHHS for January 2019 Services
FYE 6/30/2019

The APA also found a minor variance with the professional fees reported. The LHD reported $2,151.58 for
Professional Fees — Other to the Waiver subaward for the quarter tested. However, as shown in the table below,
this did not agree to the general ledger provided by the LHD:

General Ledger Total $3,886.58
Amount included in February 2019 Request | $2,151.58
Difference Between GL and Request for

January 2019 expenses $1,735.00
January 2019 expenses reported after the

report was submitted $1,915.00
Net Difference $(180.00)

As shown in the table above, the general ledger provided by the LHD included a total of $3,886.58; however, only
$2,151.58 was reported for the expenses in January 2019. The LHD explained that $1,915.00 in other January
expenses were recorded in the general ledger after the report was submitted to DHHS, leaving a $180 variance.
Without adequate documentation, this $180 variance would be considered questioned costs.

We recommend the LHD implement procedures to ensure the amounts reported by DHHS are supported by
adequate documentation.

Determine the Medicaid & LOC payments were in accordance with the terms of the contract.

Tested with other expenditures as noted.

Document the Agency’s procedures to monitor its subrecipients, if applicable.

No subrecipients for the Waiver or LOC subawards.
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